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Chile and the US announced on Dec. 11 that they had successfully concluded negotiations to sign
a bilateral Free Trade Agreement (FTA). The announcement was made in Washington, DC, by US
Trade Representative (USTR) Robert Zoellick and Chilean Foreign Relations Minister Soledad
Alvear. US and Chilean nongovernmental organizations criticized the lack of citizen input in the
negotiating process.
The agreement could go into effect by mid-2003, given that the US Congress authorized trade
promotion authority (also known as fast-track) for US President George W. Bush to expedite tradeagreement approval (see NotiSur, 2002-11-08). Chile's parliament is also expected to support the
accord. This is the third FTA reached by Chile this year.
Earlier, the country successfully negotiated an FTA with the European Union (EU), which is about
to be ratified and signed by the Chilean Congress, and another with South Korea. Chilean-US trade
totals US$6 billion annually. The treaty would immediately eliminate tariffs on 85% of consumer and
industrial goods, said Zoellick.
Most remaining industrial- product tariffs would be eliminated within four years, he said. Chile
would phase out its tariffs on 75% of US agricultural goods within four years, with all tariffs phased
out within 12 years. A paper distributed by the Office of the USTR cited a study claiming the USChile FTA would add US$4.2 billion to the US GDP by increasing exports of US firms. That is
about 0.04% of US output. Difficult issues resolved Concluding the negotiations was not easy. The
fourteenth and final round of talks began Dec. 2 in Washington, with discrepancies on several key
issues, including intellectual property, labor policies, environment protection, and mutual market
access to agricultural products. The talks were scheduled to end Dec. 6, but both parties agreed to
extend them.
Chilean President Ricardo Lagos sent Alvear and Finance Minister Nicolas Eyzaguirre to
Washington on Dec. 7 to reinforce the Chilean negotiating team. The two countries agreed that
they would enforce their laws on worker rights and the environment, with violations potentially
punishable by monetary fines paid by the offending government. A major contested provision
concerned a tax Chile imposed in the 1990s on inflows of "hot," short-term foreign investments a
tax credited by many economists with protecting the country from the financial upheavals that have
devastated other emerging markets. The US Treasury had insisted on ending all such controls, but
negotiators agreed to a compromise in which Chile would be allowed to impose such controls on
most short-term capital for up to 12 months, as long as this did not "substantially impede" financial
flows. "This is a historic day for Chile," said Eyzaguirre.
Regarding intellectual-property rights, particularly for the pharmaceutical industry, Chile agreed
to rules on transparency and protection, "which in the long term will be to our benefit," said
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Eyzaguirre. Although the exact terms of the agreement are not known, Dante Donoso, coordinator of
the Alianza Chilena por un Comercio Justo y Responsable, warned that Chile could be contradicting
the "spirit of Doha," established at the ministerial meeting of the WTO last year, to exempt urgently
needed medicines from patent rules. Several members of the Chilean opposition Renovacion
Nacional (RN) also criticized the agreement, arguing that, given the heavy agricultural subsidies by
the US government, the FTA will ultimately harm Chilean farmers.
"It should not be that in Chile the price and the cost of international treaties with countries like
the US, which are very protectionistic of their agricultural sector, end up being paid by hundreds
of thousands of small-scale farmers and campesinos who over the years have been ruined," read
a statement by Sens. Jose Garcia and Alberto Espina, and Deputies Jose Antonio Galilea and
Francisco Ovalle. Manuel Riesco, president of Chile's Consorcio Agricola del Sur (CAS), said
20 representatives of CAS went to the US to observe the last round of talks. Chile's agricultural
producers had lobbied for more advantageous conditions in the negotiations with Washington.
Meanwhile, the Bush administration also wanted to apply import safeguards to 57 of its own farm
products. Gustavo Rojas, director of Chile's Sociedad Nacional de Agricultura, said the treaty is a
good agreement, but noted that "agroindustry in general tends to be protected in the industrialized
countries, and the Chilean negotiators regrettably and unjustifiably failed to break that imbalance."
President Lagos praises accord
The Lagos government, as well as industrialists and bankers, applauded the agreement,
while farmers and small and medium-sized manufacturers reacted with more caution, and
nongovernmental organizations (NGOs) were strongly critical. Lagos was effusive about the
agreement. "At dawn today, a very important step was accomplished for Chile," he said. "Chile will
have a free-trade agreement with the United States, which will mean more jobs, more development,
more growth for this country. This is good news for Chile." He noted that the agreement was
reached after years of negotiations.
In 1994, at the first Summit of the Americas, North American Free Trade Agreement (NAFTA)
partners the US, Mexico, and Canada invited Chile to become part of the trade pact, but that offer
never got off the ground. Chile later signed bilateral agreements with Canada in 1996 and Mexico
in 1998. Talks between the US and Chile began in January 2001, amid protests by environmentalists
and other activists in Chile who saw major problems with the agreement.
"This is a tremendous achievement for Chile," said Lael Brainard of the Brookings Institute and
economic advisor for former US President Bill Clinton. "For an investor who wants to invest
in Latin America, favorable access to the US market is decisive," he said, adding that foreign
investment in Chile is now expected to increase. But Brainard also acknowledged that the treaty
would be problematic for certain sectors of the Chilean economy, including mail-delivery service,
telecommunications businesses, financial services, and producers of certain agriculture products
such as wheat, soy, and cattle.
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The treaty will bring immediate advantages to the US, which had lost ground in the Chilean market
to its Canadian and European competitors. The US National Association of Manufacturers estimates
that US exporters lose US$800 million a year in sales because of the lack of a TLC with Chile. The US
also sees the agreement as a model for greater tariff reductions in Latin America and a boost to the
stalled negotiations to create a Free Trade Area of the America (FTAA).
"This is very positive for the FTAA negotiations in the region," said Miguel Angel Rodriguez,
professor of international relations at Georgetown University in Washington and a former president
of Costa Rica (1998-2002). But Donoso said that an FTA with the US in the current context contradicts
the objectives for strengthening democracy established in the 1990s with the Initiative for the
Americas. Chile is negotiating an exclusive trade agreement with the world's superpower, whose
government is following a pro-war, militaristic agenda, said Donoso. The Lagos government acted
"without solidarity or a common vision with the other Latin American countries" by ignoring the
positions of Brazil, Venezuela, and Ecuador, which challenge the FTAA negotiations currently taking
place under US hegemony, he added.
On Dec. 12, US groups Earthjustice and Public Citizen demanded that Zoellick and Alvear publish
the documents. Both organizations said the negotiations "were carried out behind closed doors,
with the participation of industrialists, business owners, and bankers, and with the exclusion of
citizens" of the two countries. Public Citizen director Lori Wallach said that, "after years of secret
negotiations, the US government announced a triumphal agreement about which consumers,
farmers, and workers of both countries remain in the dark."
The agreement is "yet another back-room deal, like NAFTA and GATT, created behind closed doors
by special interests who seem allergic to any public oversight or transparency," said Martin Wagner
of Earthjustice. "These special interests, and the bureaucrats who did their bidding, fought tooth and
nail against citizen demands for transparency in the process. The result will be yet another set of
international trade rules that favor corporations while undercutting the ability of national and state
lawmakers to protect the environment and public health standards. This is international law created
by corporations for corporations with the public cut out of the process." Earthjustice, through the
Freedom of Information Act (FOIA), is demanding "the publication of the documents of the talks,
including the rules of investment that limit environmental protection."
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